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Increase 


(Decrease) 
1976 1975 Percent 
Financial 
TOU VEVENUCS fee ees: $104,595,000 $ 91,727,000 14.0 
Cash jlow from operations .........5.-..222... 34,704,000 29,289,000 18°5 
DECSNGIG. 25). Fe ie ee 2.41 2.03 
Cash flow including extraordinary items........ 40,721,000 30,558,000 33.3 
Der Share oe a ee 2.83 2AZ 
Earnings before extraordinary items ........... 15,486,000 14,363,000 1.8 
Del Shale. 2 oe i 1.08 1.00 
Earnings fOr Me. Veal 2... tise 22,713,000 15,411,000 47.4 
DCM SIISIG Ss oe oe 1.58 1.07 
DIVIGONCS ee ee 8 3,024,000 8,639,000 (65.0) 
DeORSNAIG oc SG ee 0.21 0.60 
Capital expenditures during year.............. 21,824,000 17,272,000 26.3 
Working: Capital alyeaeend: 9.7... .3.. 4s... 21,983,000 53,712,000 (59.1) 
Average shareholders’ equity ...............4. $128,735,000 $152,163,000 (15.4) 
Return on shareholders’ equity (percent) 
PhOMMOPClANONS 056 Ose eo ee oh 12.0 9.4 PATS 
Including extraordinary items ............. 17,6 10:4 74.3 
Operating 
Gross daily production 
Crude oil and natural gas liquids (bbls) .... 27,399 30,119 ( 9.0) 
Natural Cas: (ICh) She... aks oes ee 68,461 66,742 PAS 
Sulphur dong-tons)«. 3. 3... 8... 5. 228 270 (15.6) 
Gross proven reserves at year end 
Crude oil and natural gas liquids (bbls) .... 126,727,000 137,031,000 (7G) 
Natural das (MMCl) 2 595,692 622,833 (473) 
sulphur (lOnG1ONS) Se 3-3 1,000,000 1,205,000 (17.0) 
Land holdings at year end (net acres) 
Penroleuny @\5 6 ee oe ee 6,494,000 6,423,000 14 
MINGl al a 308,000 262,000 17.6 
COVER 


The cover design portrays a stylized geological cross section, 
and highlights the Company’s intention to concentrate on and 
expand natural resource exploration and development. 


To Our Shareholders 


Nineteen seventy-six was a good year for Union Oil. Financial results continued to improve and programs 
were implemented to expand natural resource exploration and development. Record exploration expenditures 
and continued improvement in financial results are anticipated in 1977. 


Net Earnings We are very pleased to report continued growth in 
ieee kes earnings, cash flow and return on shareholders’ 
eounavean equity. The bar graphs on this page illustrate the five 
year trend in earnings and cash flow, including the 
effect of extraordinary items in 1975 and 1976. 
Financial and operating highlights are presented on 
the preceding page and discussed in detail 
throughout the report. 
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A capital reorganization was undertaken early in the 
year with the result that the Company’s paid-up 
capital was reduced by $73.3 million, and this 
amount ($5.09 per share) was paid to shareholders. 
The payment was made from funds considered 
surplus to foreseeable corporate requirements and 
was not subject to Canadian income tax. In addition, 
5 a regular annual dividend of $3.0 million ($0.21 per 
share) was paid, an amount which conformed to an 
Anti-Inflation Board ruling. 


6) 
ee es oe ne On April 23 you were informed that an agreement 


had been reached to sell the Company’s refining 

Cash Flow and marketing assets to Husky Oil, subject to 

Ren approval of the Foreign Investment Review Agency. 
48 — This approval was received on October 22 and the 
assets were transferred to Husky on November 1 for 
a total consideration of $38.2 million. In reaching the 
decision to sell these assets the Board of Directors 
was guided by management's opinion that, to 
remain in refining and marketing, a substantial 
Capital investment would be required to expand the 
total system. It was decided that this would not be a 
prudent investment. 
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You also were informed in the April letter of our plan 
to build a stronger and more profitable company by 
concentrating on and expanding natural resource 
exploration and development, with emphasis on 

8 energy resources — petroleum, coal and uranium. 
Programs to implement this plan were well underway 
at year end and will lead to record expenditures in 
1977. 
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Before discussing our 1976 operations and plans for 
1977, it is important to comment on federal and 
provincial government policies which largely 
determine where, and how aggressively, we invest in 
exploration. 


As a result of the federal-provincial confrontation 
over sharing of resource revenue, we reduced 
exploration late in 1974 and through much of 1975. 
During 1975 Alberta and British Columbia took steps 
to provide producers with a more equitable share of 
revenue and we responded during 1976 with a 
return to full scale exploration in these provinces. 
The federal government also contributed to renewed 
activity with taxation adjustments, and more 
importantly, by supporting a gradual increase in 
crude oil and natural gas prices. 


The federal government has announced a goa! of 
energy self-reliance for Canada. If this goal is to be 
achieved, industry must also be encouraged to 
explore more aggressively in the frontier areas. 
Many policy matters require further adjustment and 
Clarification to provide incentive commensurate with 
the high risk and cost associated with frontier 
exploration. Policy matters include revision to the 
federal government’s proposed land regulations 
and better definition of rights to be granted 
Petro-Canada. An early decision is required on a 
pipeline to transport natural gas from the north 
because exploration investment is also related to 
expectation of income from frontier discoveries. 
Federal and provincial jurisdictions must also work 
co-operatively to remove regional conflicts which 
are delaying development of other vital energy 
resources including tar deposits, coal and uranium. 


We believe that the goal of self-reliance can be met 

— given the right economic environment — but time 
is critical. Governments must move more rapidly and 
implement policies that will encourage widespread 
exploration for all potential energy resources. 


As a result of higher prices, provincial incentive 
programs and the opportunity for early cash flow, we 
have concentrated on and expanded petroleum 
exploration in Alberta and British Columbia in 1976. 
A modest effort was directed to federal lands and 
overseas areas. Exploration of our federal land 
holdings will be deferred, but we will continue to 
examine international opportunities in an effort to 
broaden our petroleum exploration base. 


Exploration for coal, uranium and base metals was 
increased with participation in prospects located in 
the Yukon Territory, Northwest Territories, British 
Columbia and Alberta. Evaluation work continued on 
the Company’s 80% owned thermal coal property in 
Alberta, and results indicate a significant reserve. 


The Company’s production of crude oil and natural 
gas liquids decreased in 1976 as a result of decline 
in older fields and market restrictions caused by 
reduced crude oil exports to the United States. A 
new policy for licensing heavy crude oil exports, 
recently announced by the National Energy Board, 
should cause a substantial increase in our 
Saskatchewan production in 1977. 


Union’s natural gas sales increased slightly as new 
production more than offset decline in older fields. 
Sales should continue to increase in 1977, primarily 
as a result of new production in British Columbia. 
Natural gas buyers have informed Alberta 
producers that contracts for new natural gas sales 
will not be available until at least late 1978. If the 
surplus becomes a subject of real concern the 
obvious solution is to create additional markets by 
increasing exports to the United States under short 
term contracts. 


The outlook for Union Oilin 1977 is encouraging. We 
anticipate continued improvement in earnings and 
cash flow. Exploration will expand further as the 
Board of Directors has approved 1977 spending 
plans which will result in record outlays. Total 
spending will be more than covered by cash flow 
and working capital. 


Mr. W. E. Farrar, President of the Company from 
1961 to March 1975, did not stand for re-election to 
the Board of Directors at the last annual meeting of 
shareholders. His contributions are acknowledged 
and appreciated. During the year Mr. G. P. 
Salisbury, Vice President Exploration, resigned to 
join Union Oil Company of California in Los Angeles. 
Mr. E. D. B. Laudeman was appointed by the Board 
of Directors to succeed Mr. Salisbury. Mr. J. C. 
Browning, formerly Vice President Refining and 
Marketing, was appointed Vice President Corporate 
Affairs. 


The good results obtained in 1976 are due in large 
part to the hard work and loyalty of the entire staff. 
With their continued support we look forward to 1977 
with confidence. 


On Behalf of the Board 


C77 Lamm EY 


Cae UME Tedist: 
President 
February 18, 1977 


Financial Summary and Analysis 


Net earnings in 1976 before extraordinary gain were at arecord level and cash flow from operations increased by 
18%. Shareholders received capital repayments and a dividend totalling $76.3 million. The assets of the refining 
and marketing division were sold for $38.2 million. Further improvement in earnings and cash flow from operations 
is anticipated in 1977. 


Earnings and Cash Flow 


Union's 1976 net earnings, not including an 
extraordinary gain, increased 7.8% to a new high of 
$15.5 million. Net earnings, including the 
extraordinary gain of $7.2 million, from the sale of 
Union’s refining and marketing assets, totalled $22.7 
million. Return on shareholders’ equity increased to af 
12.0% excluding and to 17.6% including the 

extraordinary gain. 


Return on Shareholders’ Equity 


Percent 
24 - 


| Extraordinary gain 


Cash flow from operations was up 18.5% to $34.7 
million. Total cash flow, including the extraordinary 
gain, was $40.7 million. ie 


Revenue 


Union’s production revenues were up 10.5% to 
$63.2 million in 1976 and were received from the sale 


of: 
Crude Oil arid ese © F970 1973 1974 1975 1976 
Ba eaas 1976 1975 ite 
Liquids ee Revenues from Operations 
INI 250000 $34,324,000 $34,562,000 (0.7) i ae bates 
British 120 
Columbia... 4,624,000 4,361,000 6.0 
Saskatchewan 
-Manitoba... 10,121,000 7,123,000 42.1 18 
49,069,000 46,046,000 6.6 
Natural Gas 
INIGSINE 2 aco oe 10,840,000 8,575,000 26.4 etd 
British 
Columbia ... 2,595,000 1,747,000 48.5 
Saskatchewan 60 
-Manitoba... 140,000 100,000 40.0 
13,575,000 10,422 000 30.2 
Sulphur = 
Alpe ntameeee 550,000 716,000 (23.2) 
@ A ae ere $63,194,000 $57,184,000 10.5 0 
Total By Province 
INIOENIEY oo $45,714,000 $43,853,000 4.2 
British 0 
Columbia... 7,219,000 6,108,000 182 CEE a ieee aw eam 
Saskatchewan 
-Manitoba... 10,261,000 7,223,000 42.0 
ROU N yee naa cee $63,194,000 $57,184,000 10.5 


Increased revenues in 1976 were largely due to 
price increases rather than from increased 
production. Net liquid production decreased by 
7.8% while net natural gas production increased by 
3.1%. Changes in production volumes are 
discussed in more detail in the Production section of 
this report. The average selling price per barrel of 
Crude oil and natural gas liquids increased from 
$6.47 in 1975 to $7.45 in 1976. The average selling 
price per thousand cubic feet of natural gas 
increased from $0.54 to $0.68. 


In 1975 royalties and production taxes accruing to 
the Provinces, from Union's production, amounted to 
$35.3 million or 38% of gross production revenue. In 
1976 the amount was $35.5 million or 36% of gross 
production revenue. The decrease in the Provincial 
shares of gross revenue, even though modest, 
indicates some recognition, in Alberta and British 
Columbia, of the need to leave a greater share of the 
sales dollar with the producer to encourage energy 
exploration and development. 


Union's refining and marketing division was sold to 
Husky Oil on November 1, 1976. Revenue from the 
sale of refined products was $36.9 million for the first 
ten months of 1976, compared to $29.2 million for the 
full year of 1975. 


Revenue from interest and other income was $4.5 
million compared to $5.3 million in 1975. The 
decrease was caused by a reduction in short term 
investment income resulting from the payments to 
shareholders which are discussed later in this 
section and more fully in notes to the financial 
statements. 


Expenses 


Total expenses, not including income taxes, 
increased by 26.2% in 1976 to $77.5 million. 
Petroleum production costs were up 26.1% 
reflecting inflationary cost increases. Exploration 
expenses, including rentals, were up 50.2% due in 
part to inflation, but primarily reflecting the 
Company's expanding exploration program. 
Refining and marketing expenses, for the ten month 
period, were up 29.3% over the full year of 1976, due 
mainly to increased raw material costs. 


Provisions for land and dry hole write-offs were up by 
43.1% in 1976 to $14.0 million. The increase results 
in part from the expanded exploratory drilling 
program but largely from the surrender of lands in 
the Arctic Islands and Northwest Territories which 
did not merit further exploration. 


Capital Expenditures 
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Net Earnings from Operations 
In Cents per Dollar of Revenue 


18 
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Income Taxes 


Provision for current and deferred income taxes, 
excluding those related to the sale of the refining and 
marketing assets, totalled $11.6 million in 1976, 
compared to $16.0 million for 1975, a decrease of 
27.5%. This decrease results from changes in the 
federal tax legislation which took effect in 1976. The 
changes provide for increased allowances 
depending on the level of resource investment in 
Canada. Union’s expanding exploration program 
has provided and will continue to provide maximum 
deductions for tax purposes. The Company’s 
effective rate of tax in 1976 was 43% of pre-tax 
earnings from operations compared to 53% in 1975. 


Sale of Refining and Marketing 


Effective November 1, 1976 the Company sold its 
refining and marketing assets to Husky Oil. The sale 
price was $38.2 million including $5.2 million for 
inventories. This transaction resulted in a before tax 
gain of $10.7 million on which income taxes of $4.7 
million will be paid currently and an offsetting 
amount of $1.2 million will be charged against 
deferred income taxes. 


Capital Reorganization 


A capital reorganization was approved by the 
shareholders at the annual meeting in March 1976. 
The reorganization, which is described more fully in 
notes to the financial statements, resulted in areturn 
of $73.3 million in surplus funds to shareholders: 
$40.3 million on June 7, 1976 and $33.0 million on 
August 16, 1976. The return of capital payments are 
not subject to Canadian income taxes. The adjusted 
cost base of the shares was, however, reduced by 
the amount of the payments received. 


Dividend 


On July 26, 1976 the Company paid a regular 
annual dividend in the amount of 21 cents per share. 
The amount was in accordance with a ruling of the 
Anti-Inflation Board limiting the payment to 25% of 
the Company's net earnings in 1974. 


Capital Expenditures 

Capital Expenditures in 1976 totalled $21.8 million, a 
26.3% increase over 1975. These expenditures are 
listed by category in the five year statistical review. 
Geographically, 56.0% was spent in Alberta, 33.3% 
in British Columbia, 2.7% in other areas of Canada 
and 8.0% in foreign operations. 


Summary and Outlook 


The financial results for 1976 were encouraging. A 
new high was achieved in earnings from operations 
and cash flow from operations was the second 
highest in the Company’s history. Capital 
expenditures increased and were directed almost 
entirely to exploration and development. Working 
capital on hand at the beginning of 1976, the sale of 
the refining and marketing assets and cash flow 
provided sufficient funds to make substantial 
payments to shareholders, maintain a high level of 
capital expenditures and leave $22.0 million in 
working capital at year end. 


Further improvement in earnings and cash flow from 
operations is anticipated in 1977. Capital 
expenditures will increase and will include the 
largest exploration program in the Company’s 
history. The Company’s year end working capital 
position and cash flow will more than provide for total 
anticipated expenditures. 


Statistical Review 


Financial information for the past five years is 
reported on page 20 of this report. 


Exploration and Development 


Throughout 1976, programs were implemented to expand natural resource exploration and development. 
Acquisition of land and seismic data was accelerated with emphasis on prospects in Alberta and British 
Columbia. A significant coal reserve was confirmed on Company holdings in Alberta. Record exploration 


expenditures are forecast for 1977. 


Petroleum 


Petroleum exploration and development in 1976 was 
concentrated in Alberta and British Columbia. 

The Company’s activities were minimal in 
Saskatchewan, frontier Canada and overseas. Total 
exploration and development expenditures were 
$23.8 million, up 50.2% over 1975. Programs 
implemented in 1976, both in the office and in the 
field, have established a base to expand exploration 
and development in future years. 


In 1976 the Company participated in 73 wells; 36 
exploratory and 37 development. The exploratory 
drilling program resulted in 18 natural gas 
discoveries or extensions. Three of the discoveries 
may prove significant after further evaluation. The 
development wells were drilled in 18 field areas in 
Alberta, British Columbia and Saskatchewan. 


A concentrated effort was initiated to accelerate 

exploration by acquisition of land and seismic data 
in Alberta and British Columbia. Land expenditures 
were $6.2 million, compared to $2.0 million in 1975, 
and resulted in the acquisition of 366,000 net acres 
(900,500 gross). Seismic data totalling 3,300 miles 
was obtained through field surveys or purchase. 


Alberta 

The Company’s major exploration and development 
activity in Alberta was directed to the central and 

northern areas. Land holdings were increased by 

the purchase of 71,300 net acres (119,000 gross) 

and 2,150 miles of seismic data were acquired. 


Accelerated geological and geophysical evaluation 
of total Alberta land holdings has delineated major 
prospects for drilling in early 1977. 


Exploratory drilling was highlighted by three gas 
discoveries in northern Alberta. These discoveries 
indicate a potential for significant reserve additions 
in a region where the Company holds over 300,000 
acres of prospective land. 


| Alberta Drilling 


Exploration 
1976 1975 
Gross Net Gross Net 
Gast eee 16 8.9 1 3 
DAVE ean geans otc 14 8.9 12 5,5) 
OTA ee 30 Was) 13 Bits! 


Development 


1976 1975 
Gross Net Gross Net 
Olesen 6 ilaz/ 3 of 
GaSe tees ali 11.9 18 led 
DDE Vietene e aera 6 3.3 3 4 
Service ..... 1 3 4 1.8 
WOWNE Soca: 30 17.2 28 46 
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Alberta is agood place to explore and with improved 
product prices, exploration incentives and new land 
regulations, the Company’s exploration program will 
increase. The incentives return a part of our risk 
investment and the new land regulations will allow 
more opportunity to acquire Crown lands andiinitiate 
earlier action on new exploration concepts. 


British Columbia 


The Company’s exploration objective in British 
Columbia during 1976 was to expand the base of 
operations for increased exploration and production 
in 1977 and subsequent years. The Company 
acquired 294,700 net acres (781,500 gross), 1,150 
miles of seismic and assigned additional personnel 
to prospect development. 


The 1976 exploratory drilling program was modest 
but will be increased in 1977. The principal 
objectives will be Devonian reef natural gas 
prospects at depths averaging about 9,000 feet. 


British Columbia will play a more significant role in 
our exploration plans for 1977. An improved 
regulatory and economic climate, increasing 
product prices, provincial incentives and good 
exploration prospects for natural gas all combine to 
indicate a potential for profitable exploration. 


British Columbia Drilling 


Exploration 
1976 1975 
Gross Net Gross Net 
GES cabebene 2 ilas' 1 & 
ieee nar: 4 Dis, & = 
IROWUN | Sue ee 6 Sis} 1 5 


Development 


1976 1975 
Gross Net Gross Net 
Gasman... {l 5) 2 2 
Dave Been 1 1 2 6 
OW Aleees 2 6 4 8 


Saskatchewan 


The Company's exploration and development 
activity was at a low level in Saskatchewan due to 
non-competitive government policies and a 
restricted market for heavy crude oil. Drilling activity 
in 1976 consisted of participation in five 
development wells. In 1977 asubstantial program of 
development drilling will be initiated if markets for 
heavy crude oil improve. 


Frontier Canada 


The Company holds federal lands in the Yukon and 
offshore in the Beaufort Sea which are highly 
regarded for reserve potential. Exploration plans will 
continue to be deferred pending resolution of a 
transportation system to market production from 
discoveries, modification to proposed federal land 
regulations and a better understanding of the 
preferential rights which may be granted to 
Petro-Canada. 


International 


The Company is a 25% participant in a well drilling, 
at year end, offshore Bangladesh in Southeast Asia. 
During 1976 exploration opportunities in other 
countries were examined, and this work will be 
continued in an effort to broaden the Company’s 
long term exploration program. 


Outlook for 1977 


In 1977 petroleum exploration and development 
expenditures are forecast to be at record levels. 
Approximately 90% of the spending is designated 
for Alberta and British Columbia, 5% for 
Saskatchewan and federal lands and 5% for the 
exploratory well in Bangladesh. 


Petroleum Land Holdings at December 31, 1976 (acres) 
Permit/Reservation 


Region: Gross Net 

PN [NEREP MS ce eae eee oe 926,421 850,048 
BritsheCoim awa 1,010,150 497,751 
NAPETRIMG) OF ie ses oes & coe Stauton Rettee —= == 

Saskalche walle ae ee = — 

Northwest Territories .......... 3,594,911 2,088,418 
SVLCIKCO Nace. coh eee A es 5 286,452 262,805 
Westcoast Offshore .......... 112,397 112,397 
ANCUuCGs|SlAaNndS* wun Sees ee 566,080 253,741 
BYSVeIUIOME SSI! op Gane ode apaosb oe SS6022 2743012 


TOPALICANADA Merten sis 
BanGlacesiiener teens esc see 


7,052,433 4,343,172 
2,652,160 663,040 


9,704,593 5,006,212 


Leasehold Total 
Gross Net Gross Net 


1,555,938 948,656 2,482,359 1,798,704 
634,601 314,828 1,644,751 Si2,079 


1,960 890 1,960 890 
166,393 58,162 166,393 58,162 
339,804 164,031 3,934,715 2,252,449 

2,362 i;or3 288,814 264,378 


— WAS AN SIS 
— 566,080 253,741 
= — 996,022 278,012 


2,701,058 1,488,140 OPO 4 ilmorOSl oe 
= =< 2,652,160 663,040 


12,405,651 6,494,352 


2,701,058 1,488,140 


Minerals 

Exploration for coal, uranium and base metals 
continued to increase in 1977 with participation in 
seven prospects located in the Yukon Territory, 
Northwest Territories, British Columbia and Alberta. 
Results were encouraging on most prospects and 
additional evaluation work, including drilling, will be 
undertaken in 1977. 


Further evaluation of the Company’s 80% owned 
thermal coal property in west central Alberta 
continued during the year. This program of drilling 
and bulk sampling will be complete in early 1977 and 
will be followed by a feasibility study. Results to date 
confirm a significant coal reserve and preliminary 
marketing discussions have been held with potential 


customers in eastern Canada and overseas. A 
substantial coal exploration program, scheduled for 
central Alberta, was deferred to 1977 as a result of 
the delay in the issuance of the new Alberta Coal 
Development Policy. 


Outlook for 1977 


Expenditures will continue to increase in 1977 to 
provide for continuing work on prospects developed 
in prior years and participation in new programs. 
Exploration will be broadened geographically and 
will include examination of properties with previously 
indicated exploration potential. Approximately 50% 
of the 1977 budget will be directed to coal, 30% to 
uranium and 20% to base metals. 


ro 7 
Mineral Land Holdings at December 31, 1976 (acres) 
Coal 
Leases/Applications Mineral Claims Mineral Permits Total 
Region: Gross Net Gross Net Gross Net Gross Net 
Aloeitataren aceite serene 157,640 144,728 3,360 2,142 48,320 30,804 209,320 177,674 
British Columbia ......... oa = 64°C Seeoih ols — — Lehi Bil, See 
Northwest Territories ..... — — = = 100,299 90,269 100,299 90,269 
NAUINGlal S Soe epee coment aoe = — 21,850 8,350 — — 21,850 8,350 
TOTALS eorente eee ae 157,640 144,728 90,125 41,885 148,619 121,073 396,384 307,686 
Production 


Improved prices and new natural gas sales contributed to a 10.5% increase in production revenue to a record 
high of $63.2 million. Total barrel equivalent reserves declined by 6.6% to 182.4 million barrels as additions did 
not offset production and downward revisions to existing reserves. Price increases and new natural gas 
sales will contribute to further improvement in 1977 production revenue. 


Crude Oil and Natural Gas Liquids 


Gross crude oil and natural gas liquids production 
averaged 27,399 barrels per day, a 9.0% reduction 
from the previous year. Net revenue increased by 
$3.0 million as price increases more than offset 

production lost to decline in older fields and market 
pro-rationing. The average selling price per barrel 
increased to $7.45 in 1976 from $6.47 in 1975 and 
will increase further in 1977 as a result of increases 
received in 1976 and scheduled for January 1, 1977. 


The Company’s Saskatchewan heavy crude oil 
production has been severely reduced for two years 
due to federal tax and export restrictions which 
made the crude uncompetitive in historical United 


10 


States markets. In 1976 our production averaged 
3,600 gross barrels per day although productive 
capacity is over 8,000 barrels per day. The National 
Energy Board has agreed to issue separate export 
licences for heavy crude, and if allocation 
arrangements can be made with the United States 
Federal Energy Administration, we can anticipate a 
substantial increase in heavy crude production in 
1OL7. 


Production of Crude Oil 

and Natural Gas Liquids 
Thousands of barrels per day 
Royalty Owner Share 

Company Share 
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Natural Gas Sales 


Millions of cubic feet per day 


Royalty Owner Share 
_, Company Share 
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Natural Gas 


Gross natural gas sales averaged 68.5 million cubic 
feet per day, a 2.6% increase over 1975. Net 
revenue increased by 30.2% to $13.6 million. The 
increase in revenue resulted mainly from price 
increases as new production was sufficient to offset 
decline in older fields and contribute a modest 
increase in total production. The average selling 
price per thousand cubic feet increased to $0.68 
from $0.54 in 1975, and will increase further in 1977 
as a result of price increases received in 1976 and 


Crude Oil and Natural Gas Liquids Production 
Average Net 


Average Gross 


Barrels/Day Barrels/Day 
1976 1975 1976 1975 
ALBERTA 
Kaybob South .... 8,381 8,528 DCG Sts 
RecrEalthneeeeane 2,944 3,537 1,909 2,298 
Virginia Hills. ..... 2,602 3,192 1,503 1,896 
Sturgeon Lake South 2,084 2,671 1,285 (22 
OUNG heen ste 2,012 2,012 iol 140 
18,023 19,940 Was) ZB 
BRITISH COLUMBIA 
MEUINGEM so c5500 08 Lol W722 620 
Aitkeninpeyccctek ne 1,008 1,137 450 
PCClaAV ee steer ne es. 459 623 241 
Othere stews ee ANS 815 371 
3,492 4,297 1,682 
SASKATCHEWAN 
Canis eee 675 711 576 
SUMAN coon one oc 565 550 477 
Steelman ........ 472 520 S738 
FOStentOnme eee 400 409 314 
Othenka wea ice 3,539 3,434 2,904 
HES! BC24 4,644 
MANITOBA ........ 233 258 200 
TOA eueeneenen: 27,399 30,119 18,001 


Natural Gas Sales 


Average Gross 


Average Net 


Mcf/ Day Mcf/Day 
1976 1975 1976 1975 
ALBERTA 

Kaybob South .... 16,794 20,375 9,836 12,703 
Dunvegan ....... 7,343 7,396 4,312 4,480 
Crossiic Cee aeene 3,041 3,143 Pixels) PASI 
Others tae 11,558 10,948 8,734 8,872 
38,736 41,862 25,467 28,726 

BRITISH COLUMBIA 
Clarke Lake ...... 16,372) 17,236 IGA, Wey 
Silverberry ....... CIOL TIOZ See) Ailey 
WAI, cca cocud ase 3,107 2,524 3,067 2,431 
SDMUCCm vate tes 1,002 641 961 613 
Other te ase 3,209 687 3,189 687 
27,519 23,240 BB BZXO20 
SASKATCHEWAN .. 2,206 1,640 2,074 1,447 
RON A eit tot 68,461 66,742 54,852 53,193 
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scheduled for January 1, 1977. Gross sales are 
expected to increase in 1977, primarily as a result of 
new production in British Columbia. 


Sulphur 


Gross sulphur sales in 1976 were down 2.2% to 215 
long tons per day and revenue fell to $550,000 from 
$716,000 in 1975. Revenues should increase by 
about 50% in 1977 as new contracts negotiated late 
in 1976 will increase the average selling price. 


Average Selling Price Per Net Unit 


1976 1975 

Crude Oil & Natural 
Gas Liquids ($/bbl) ....... 7.45 6.47 
Natural Gas ($/mcf)......... 0.68 0.54 


Sulphur ($/long ton)......... S12 STK) 


Reserves 


The Company’s gross proven developed and 
undeveloped year end reserves, as calculated by 
staff reservoir engineers, are summarized in the 
accompanying table. Total equivalent reserves 
declined in 1976 as additions did not offset 
production and downward revisions to existing 
reserves. 


Developed reserves are the quantities that can be 
recovered through existing facilities. Undeveloped 
reserves are the volumes estimated to be 
recoverable from wells to be drilled on proven 
acreage, from recompletion of existing wells, or from 
the installation of new facilities. Potential heavy oil 
reserves at Athabasca and Chipewyan in Alberta are 
not included. Gross reserves reflect the Company’s 
ownership interest before deducting royalties. 
Reporting on a gross basis provides more reliable 
year end reserve data and facilitates year to year 
comparison of performance. Net reserve 


calculations are less reliable as a result of the 
frequent Changes in basic royalty rates and 
supplementary royalties which may vary with price 
and production rates. 


This is the first year that reserves have been reported 
in total barrel equivalents which permits evaluation 
of the relative importance of each product. 


Operations 


Production facility expenditures in 1976 were $2.0 
million as compared to $3.5 million in 1975. 
Emphasis was on connecting new natural gas 
production and on maintaining or improving 
efficiency of existing production. Significant 
investments in Alberta included modifications to tail 
gas clean-up facilities at the Kaybob South plant and 
construction of a small gas plant at Youngstown. In 
British Columbia a testing program was completed 
and a feasibility study commenced for a combined 
natural gas storage and production project at Aitken 
Creek. At year end, preparations were underway to 
resume a research program of drilling and steam 
stimulation at the Company’s heavy oil holdings at 
Chipewyan in northern Alberta. 


Outlook for 1977 


Total production revenue is forecast to increase in 
1977 as aresult of new natural gas production and 
improved prices for liquids and natural gas. The 
increase could be more significant than anticipated 
if a substantial portion of our shut-in Saskatchewan 
heavy crude capacity can be returned to production 
as a result of new export licensing procedures. 


Facility expenditures should also increase as we 
place additional natural gas on production, develop 
recent natural gas discoveries, and enlarge the 
heavy oil research program at Chipewyan. 


Gross Reserves Crude Oil and Natural Gas Sulphur Total Barrel 
Natural Gas Liquids (Thousands of (Long Tons) Equivalents(1) 
(Barrels) Cubic Feet) 
1976 1975 1976 1975 1976 Irs 1976 1975 

Albenriause erase eae 87,784,000 94,537,000 361,285,000 349,680,000 1,000,000 1,205,000 122,046,000 128,007,000 
British Columbia ...... 4,587,000 6,114,000 200,998,000 245,678,000 — — 22,926,000 28,530,000 
IMINIUOIOEY oon cocc0ace 419,000 502,000 = = — — 419,000 502,000 
Saskatchewan........ 33,937,000 35,878,000 26,463,000 20,529,000 — — 36,352,000 37,751,000 
Northwest Territories .. — = 6,946,000 6,946,000 — — 634,000 634,000 
TOTAl cp aee ee 126,727,000 137,031,000 595,692,000 622,833,000 1,000,000 1,205,000 182,377,000 195,424,000 
(1) Total barrel equivalents calculated on basis of: 1 barrel of crude oil and natural gas liquids = 10.96 Mef of natural gas = 0.77 long tons of sulphur. 
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UNION OIL COMPANY OF CANADA LIMITED 
and its wholly owned subsidiary 
Year ended December 31 


Revenues 
Sales of crude oil, natural gas, natural 


CASENGIENCISTONCHSUIDREG sett fe oe a OR ee eb ha es 
Sales Omen MecsPlOGUClS gece i... oe aw Seay yas Whe Cees Be 
Mees mancuOlnen ine OMen sh. o8 for ek eee oe oa 


CAE VGINICS © ht ef oe a ae a 


Expenses 


POOUICUOL ere rite in ee eM Ah ig Rw Sng onaty bap 
XOIORANOl pwr 2) ee ee Gh es eo baton orb Salbu oo 
WIG lal Steere eee ee Miles Cc cedars Seek ee 
Remar csonmemOlOVeliandSss8.00 oo es Sct a Caco bce ease am 
POOL UZ AOMEOl UNDLOVEN ANOS. 2 oon kcs irs Gcnae <6 ee os Sn eee 
COU On meri ta arti ter ese ee inci na Wen visite aoe 
DE Oke CIAO arm ae et ie ee ie wets vou nye Mien awh ee wil 
Biveacies andrabandonme%ms, oc 6.6. cn ene cud sen wees 5 
eMC ancl Man KOU nti 0. se ake fed vs aa alee Vana eee 
General-ane administrative (Note 2) 4 5. 2 iq. ee ens feet wed 


OVA XING OC p a fee ret iat aint gy er ee aE Wn eae ae 


Earnings from operations before income taxes ..... 


mcome taxes: -culreit (NOG 11 )isc vs ve peat eos vs ee ce 
== COLCHOCAUNOIG AG ain. stan se es 


Earnings from operations before extraordinary gain. 
(per share — 1976 $1.08, 1975 $1.00) 
Sale of assets (after income taxes; 1976 current 
$4,690,000, deferred $(1,210,000); 1975 current 


@ 110.000) deferred $221,000) (Nole 8) ,..0..... 2.....-..-. 


Net Earnings 


(eer Shlaree st 9/61p 1156) 19/5'G107) 2 tee es os 


Year ended December 31 


Balance at beginning. OL Veal ic. 0s een. vee ee 
Adjustment for overprovision for 1974 income taxes 


Adjusted balance at beginning of year............ 
NEearmaAcgsiOMmiNCVOal act aes tier eS dae oe 


IVIG ONC AlCl a are Pa tet orc cd eee ies Wu hiace 
BAlaNCe Alsen OUVOal te tate. Ue ten Cade eu ek ies 


See Summary of Accounting Policies and Notes to the Financial S 


tatements. 


1976 


$ 63,194,000 
36,880,000 
4,521,000 


104,595,000 


11,799,000 
3,439,000 
375,000 
1,392,000 
10,919,000 
1,114,000 
5,211,000 
3,034,000 
35,513,000 


4,713,000 
77,509,000 


27,086,000 
12,660,000 


(1,060,000) 


15,486,000 


7,227,000 


$ 22,713,000 


1976 
$77,271,000 


77,271,000 
22,713,000 


99,984,000 
3,024,000 


$96,960,000 


1975 


$57,184,000 
29,234,000 
5,309,000 


91,727,000 


9,356,000 
2,198,000 
23,000 
1,246,000 
8,244,000 
1,160,000 
5,938,000 
1,505,000 
27,470,000 
4,255,000 


61,395,000 


30,332,000 
17,890,000 


(1,921,000) 


14,363,000 


1,048,000 


$15,411,000 


1975 


$68,699,000 
1,800,000 


70,499,000 


15,411,000 


85,910,000 
8,639,000 


$77,271,000 
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UNION OIL COMPANY OF CANADA LIMITED 
and its wholly owned subsidiary 


December 31 


Assets 


Current Assets 
GASH Sas, Ss aio ees ease er ne ee 
Short term:de@posits 5 oo en on anew ee ee ee 
Accounts receivable 35 so) cues to eee oe ee gee 
Inventories 
Crude oil and natural gas liquids, sulphur and 
refined Products oth Fv Wi Aw a ieee Coen sein ee ee 
Materials and: supplies’ 2... hd eh ee 
Prepaid @xPenSeS: i000 ee okt ae ce ee eae 


Property, Plant and Equipment, at cost (Note 4, Note 8) ......... 
Less: Accumulated depreciation, depletion and amortization ... 


Other Assets 
Long. termreceiVables |S eaiick Select ce ee eae ere 
Investment in non-controlled companies, at cost .............. 
Operating and performance, deposits wesc eet eee 
Deferred. Charges iuksk esac Ak aa Sees Speer ene eae 


Approved by the Board of Directors 


= L, ane Director 
yee Director 


See Summary of Accounting Policies and Notes to the Financial Statements. 
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1976 


$ 509,000 
13,776,000 
20,561,000 


218,000 
3,120,000 
1,086,000 


39,270,000 


189,509,000 
86,327,000 


103,182,000 


1975 


$752,000 
49,923,000 
18,667,000 


4,848,000 
3,468,000 
947,000 


959,000 
1,012,000 
879,000 


2,850,000 
$145,302,000 


78,605,000 


211,403,000 


84,703,000 


126,700,000 


1,221,000 
992,000 
846,000 
443,000 


3,502,000 


$208,807,000 


OS es 1976 1975 
Liabilities 
Current Liabilities 
Accounts payable and accrued liabilities ...................0.. $ 12,237,000 $ 16,693,000 
MGOMeataxCS DAVID Clg oe ee i ins ee oe yes 5,050,000 8,200,000 
17,287,000 24,893,000 
Pelciiceocomiem axes (INO: 1) sos. e 8 Ph ecto noes eas 26,095,000 28,365,000 
43,382,000 53,258,000 
Shareholders’ Equity 
Share Capital (Note 5) 
Authorized 
22,500,000 shares without par value 
Issued and fully paid 
a OOOO Sia CS eaten or is ee a ee ae ae ep 4,960,000 4,960,000 
Omi MOre@ nour pls (INGLE) ak cate: oc, sn cal pale me Sees — 73,318,000 
4,960,000 78,278,000 
Pe OCCU S a nein se cert as ARE tle oa 96,960,000 77,271,000 
101,920,000 155,549,000 
$145,302,000 $208,807 ,000 


To the Shareholders of Union Oil Company of Canada Limited 


We have examined the consolidated balance sheet of Union Oil Company of Canada Limited and its wholly 
owned subsidiary as at December 31, 1976, and the consolidated statements of earnings, retained earnings, 
contributed surplus and changes in financial position for the year then ended. Our examination was made in 
accordance with generally accepted auditing standards, and accordingly included such tests and other proce- 
dures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the company as 
at December 31, 1976 and the results of its operations and the changes in its financial position for the year then 
ended, in accordance with generally accepted accounting principles applied on a basis consistent with that of the 


preceding year. 
ioe Vg hod 


Calgary, February 1, 1977 Chartered Accountants 
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UNION OIL COMPANY OF CANADA LIMITED 
and its wholly owned subsidiary 


Year ended December 31 


1976 1975 
Balance at Beginning Ob year «2 cae. soe ee eee $73,318,000 $73,318,000 
Transferred to. paid-up capital (Note 5) v3.2. ce eee 73,318,000 — 
Balance: at endcol. year a. eek a ee ct $ — $73,318,000 
Year ended December 31 
Source of Funds ee tae 
Total TEVENUCS 253 Ysca ae oe ae ee ee $104,595,000 $ 91,727,000 
Less expenditures involving the outlay of funds ................. 69,891,000 62,438,000 
Funds: provided: fromroneralionS 0 aoe ee ee 34,704,000 29,289,000 
Disposal of property, plant and equipment ..%...2...44........ 4 326,000 98,000 
Disposal of real estate (after current 
income taxes: Of 1.0000) sa... tee eee eaten ete, ee = 1,690,000 
Disposal of refining and marketing assets (after current income 
taxes: Of; $4°690;/ 000) se cee ee na eas ee 27,370,000 — 
62,400,000 31,077,000 
Use of Funds 
Capital expenditures after deducting provincial 
incentives: (INOTE:O). .4,.-ee aaa crate ee eg eee ee 18,439,000 16,526,000 
Net increase (decrease) in other assets ........... 00.0.0 cee aees (652,000) 1,052,000 
Dividend pan eae ees ee renee or et eee 3,024,000 8,639,000 
Reduction of Capital, vcs cca s eee eater eens pean ee eee ee 73,318,000 — 
94,129,000 26,217,000 
Increase (decrease):in working: capital 2)... ua ne eer (31,729,000) 4,860,000 
Working: capital-at beginning Of Veari.t222. 4 eee eee. 53,712,000 48,852,000 
Working-capital atvend:ot- year cue =) .ee eee ne ee ee eee $ 21,983,000 53,712,000 
Consisting of: 
Current-aSsets ies ihc sie. ek usin ce eaten era ee es eee $ 39,270,000 78,605,000 
Less; current lleabilities: 2 | nee ae cree ees eg 17,287,000 24,893,000 
$ 21,983,000 


See Summary of Accounting Policies and Notes to the Financial Statements. 
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53,712,000 


Summary of Accounting Policies 


Principles of Consolidation 


The consolidated financial statements include the accounts of Union Oil Company of Canada Limited and its wholly 
owned subsidiary Union Oil Holdings Limited. 


Inventories 
Valuation of inventories is at or below average cost but does not exceed net realizable value. 


Leasehold Costs 


The cost of acquisition of oil and gas rights, which includes a portion of the costs of wells drilled to earn an interest in such 
rights and the cost of geophysical surveys which result in acquisition or retention of those rights, are capitalized. Such costs 
related to unproven oil and gas rights are amortized over the estimated period of retention of those rights and when such rights 
are surrendered their original cost is charged against the accumulated amortization. When unproven lands become produc- 
tive the original costs are transferred to proven and, like the acquisition costs of producing properties, are charged against 
earnings by an annual provision for depletion calculated on a unit of production basis. Total proven reserves, both developed 
and undeveloped, are used in this calculation. 


All oil sands and heavy oil expenditures are capitalized as cost of oil and gas rights and are amortized over the estimated 
period of retention of those rights. 


The cost of acquisition of coal and mineral rights, including a portion of the costs of field exploration work carried out to 
earn such rights or which result in the acquisition of such rights, are capitalized. Such costs are amortized over the estimated 
period of retention of those rights. 


Exploration and Development Costs 


The costs of drilling exploratory wells are charged to expense as incurred, except that a portion of the costs of those wells 
which are drilled to earn interests in petroleum and natural gas rights are capitalized. The costs of geophysical surveys and the 
costs of coal and mineral field exploration programs are initially capitalized and such costs which do not result in the 
acquisition or retention of lands are subsequently charged to expense when the results are evaluated. 


Depletion and Depreciation 

The costs of drilling successful wells and costs of production equipment and facilities, including gas processing plants, 
are capitalized and subsequently charged to expense as depletion and depreciation which are calculated on the unit of 
production basis using in the calculation only proven developed reserves. 


Costs of refining, marketing and general facilities are depreciated on the straight line basis over the estimated useful life of 
the facility. 


Income Taxes 


The Company follows the practice of claiming maximum capital cost allowance and other deductions in calculating 
income for tax purposes. 


The Company also follows the tax allocation method of accounting for deferred income taxes which makes provision for 
taxes deferred due to timing differences between expenditures claimed for tax purposes and the charging of those 
expenditures against earnings in the accounts. 


Notes to the Financial Statements 


Note 1 — Income Taxes 

In calculating taxable income, the companies are permitted to deduct exploration and development expenses and to 
provide for capital cost allowances at rates which vary from the corresponding write-offs and depreciation recorded in the 
accounts. Any excess of such costs not used in one year may be carried forward to be deducted in calculating future taxable 
income. At December 31, 1976, exploration and development expenses totalling approximately $13,900,000 were carried 
forward. At the same date, approximately $6,900,000 of unclaimed capital cost remained. The comparable figures at 
December 31, 1975 were approximately $5,400,000 and $20,900,000. The reduction in unclaimed capital cost resulted from 
the sale of refining and marketing assets which eliminated unclaimed capital cost balances and resulted in capital cost 
recovery totalling approximately $8,200,000. 


We 


In accordance with the income tax allocation basis of accounting, the companies have provided in the accounts for 
income taxes deferred by reason of all timing differences in claiming costs for tax purposes and charging these costs against 
earnings for financial accounting purposes. In 1976 and 1975, costs charged against income in the accounts exceeded those 
claimed for tax purposes resulting in a reduction in deferred taxes of $2,270,000 and $1,700,000 respectively. 

The Income Tax Acts provide that certain expenditures may be carried forward for use in calculating depletion to be 
applied in determining taxable income. At December 31, 1976, the amount of those expenditures which had not been applied, 
only 331/3% of which may constitute earned depletion, was approximately $24, 100,000 ($40,900,000 at December 31, 1975). 


Note 2 — Remuneration of Directors and Officers 
Statement required by Canada Corporation Act: 


(a) number of directors — six 
aggregate remuneration as directors — $3,500 


(b) number of officers — eight 
aggregate remuneration as officers — $380,673 


(c) number of officers who are also directors — two 
Statement required by certain provincial Securities Acts: 


Aggregate direct remuneration paid or payable by the Company and its consolidated subsidiary to the directors and 
senior officers of the Company amounted to $384,173. 


Note 3 — Commitments and Contingencies 


In accordance with relevant regulations, the Company had issued non-interest bearing demand notes which are on 
deposit with the governments of Canada and Alberta to guarantee the performance of exploratory work in respect of certain 
Crown oil and gas rights granted to the Company. These demand notes totalled $3,247,000 at December 31, 1976. 


The Company is contingently liable for the payment of principal (to a maximum of $2,260,000 at December 31, 1976) and 
interest in respect of certain debentures of a pipeline company of which Union Oil Company of Canada Limited is a 
shareholder. 


Note 4 — Property, Plant and Equipment 
December 31, 1976 


Accumulated 


Depletion, Net 

Gross Depreciation Investment 

Investment and Net December 

at cost Amortization Investment realy WSIS) 
Unproven lands == Detroleuinies meme a naere nee $ 48,672,000 $15,965,000 $ 32,707,000 $ 35,239,000 
<== UMC all ne. a de antennae 482,000 — 482,000 365,000 
Provem lands. tet ca dere ca escent ate meena 40,332,000 24,689,000 15,643,000 15,652,000 
Exploration work in progress ...............000 1,691,000 — 1,691,000 2,392,000 
Oil and gas wells and facilities ................. 76,449,000 34,663,000 41,786,000 39,029,000 
Gas: plants and: facilitiesse tak see ee ee 19,153,000 9,669,000 9,484,000 9,974,000 
Marketing sites:and facilities. 22.9001, ae ea eee — — — 15,516,000 
PROFITS Y x. «ota Vise atcha teed ty nes ete eee ee — — — 6,811,000 
Other facilities and equipment.................. 2,730,000 1,341,000 1,389,000 1,722,000 
TOTALS sees 5 pr ere cer eee oe $189,509,000 $86,327,000 $103, 182,000 $126, 700,000 


Note 5 — Share Capital 


At the Annual Meeting held in March, 1976, the shareholders approved By-Laws 11 and 12 which, subject to confirmation 
by supplementary letters patent, increased the paid-up capital of the company in the amount of $73,318,324 by transferring 
that amount from Contributed Surplus and authorized the repayment of an equal amount pro-rata to the shareholders in the 
amounts of $40,317,732 immediately on receipt of approval, and $33,000,592 at the discretion of the Board of Directors. 
Supplementary Letters Patent, confirming By-Laws 11 and 12, as required by the Canada Corporations Act were issued on 
April 2, 1976. The first repayment to shareholders was made on June 7, 1976 in the amount of $2.80 per share and the second 
and final repayment in the amount of $2.29 per share was made on August 16, 1976. Prior to payment the company had 
received aruling from Revenue Canada that these payments to shareholders would not be subject to Canadian Income Taxes 
and a ruling from the Anti-Inflation Board allowing the payments. 
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At the meeting of the Board of Directors held on December 6, 1976, options to purchase a total of 120,745 no par value 
shares of the Company were granted to officers and certain employees. Of the total, options for 24,395 were granted subject to 
cancellation of old options for the same number of shares. These latter options are exercisable immediately to the extent of 
60% of the number issued and the balance within two years and will expire on December 6, 1983. The other 96,350 options are 
exercisable at the rate of one-fifth of the total held on each anniversary of the date of grant and will expire on December 6, 1986. 

As at December 31, 1976, options to purchase no par value shares of the Company were outstanding as follows: 

3,100 granted September 17, 1970 at an option price of $10.65 per share, none of which are held by officers or 
directors, 
11,150 granted March 8, 1974 at an option price of $11.95 per share, none of which are held by officers or directors, 

120,745 granted December 6, 1976 at an option price of $7.76 per share, of which 91,130 are held by officers, one of 

whom is a director. 


In all cases option prices are 90% of the market price at the date of grant. In the case of the 1970 options, effect has been 
given to the three for one share split in November, 1972. 


Note 6 — Government Incentives 

Following enactment in 1974 of federal income tax legislation which assessed income taxes against the resource 
industries on amounts paid to governments as royalties and other levies, each of the three western provinces initiated incentive 
programs to encourage exploration and development within their borders. Amounts received during 1976 under the programs 
totalled $3,590,000. Of that total, $205,000 was credited directly to operating costs, $1,565,000 was initially credited to capital 
accounts and subsequently written off during the year and $1,820,000 remained credited to capital accounts at the year 
end. A further amount of $400,000 was applied for under the federal Industrial Research and Development Incentives Act and 
was credited directly to other income. 


Note 7 — Anti-Inflation Act 


The Company’s results for 1977 will not be directly affected by the anti-inflation guidelines regarding prices and profits 
because controls over production revenues are governed by different legislation. The amount of dividends which the 
Company may declare during 1977 will, however, be restricted by the current anti-inflation legislation. 


Note 8 — Sale of Assets 

On April 23, 1976, the Company entered into an Agreement with Husky Oil Operations Ltd. whereby, subject to approval 
by the Foreign Investment Review Agency (F.I.R.A.), all of the Company’s refining and marketing assets were sold to Husky for 
the sum of $33,000,000 plus an additional amount for inventory to be determined on closing date based on volumes on hand at 
that date. That amount was subsequently determined to be $5,200,000. During October approval was received from F.1.R.A. 
and the effective date of sale was November 1, 1976. Revenues and expenses reported in the financial statements for 1976 for 
refining and marketing are accordingly for the ten months ended October 31. 


The following amounts relative to the refining and marketing operations were included in the accounts on: 
October 31, 1976 December 31, 1975 


(NESS CWI Se RETO STE 8) (SA Baa ee ce ar ct pe On a a $ 6,738,000 $ 6,730,000 
Inventories — crude oil and refined products ...........6..0..cee evens 4,432,000 4,630,000 

SMC Al Sea CSU Ol CS sc 5.4 cme Gn « cee emp cht id 6 343,000 389,000 
PE OVO NRE BLS RISE Iie al on Oe IRE ccc AC ee ee mR RON hung 64,000 38,000 
moopehty, plantiand equipment Nel a. n2c arcu. den teas eee anne aoae. 21,183,000 22,447,000 
POMC CIBC COIWV AD OS tee a min cA Cie: ite rninitin, a flae AUGER ate mate ae, eaves 246,000 261,000 
| SVS T AM STOING MVE TR@ TERS ss) ancl ae ey Ra ees Se re a en ee ae eee ee 314,000 442,000 
Aecoumisspayaplevand accrued JiabilitieS 2...) ck aclen ee ates me eee (3,738,000) (3,774,000) 
TORI leew tong)? se th ee a PI Pe $ 29,582,000 $ 31,163,000 


All of the above amounts were eliminated at the time of the sale or were collected or paid prior to the end of the year with the 
exception of $1,100,000 accounts receivable and long term receivables which were still outstanding on December 31, 1976, of 
which approximately 65% have since been collected. The accounts on December 31, 1976 also included an amount of 
$5,200,000 due from Husky on the sale of inventories which has since been received. 

The excess of sale price over the Company's book value, after deducting depreciation amounted to $10, 707,000. Income 
taxes applicable to the sale of the assets have been calculated to be $3,480,000 ($4,690,000 current, ($1,210,000) deferred). 


Note 9 — Comparative Figures 


Certain 1975 figures provided for purposes of comparison have been restated to conform to the presentation used in the 
Current year. These changes have no effect on the 1975 earnings. 
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Five Year Statistical Review 


FINANCIAL 


(in thousands of dollars, except where otherwise specified) 


Waxetelnate) icolany GWIOUROES oo oc acecoocgoonevocaomuaue 
Cash expenses (including current income taxes) .. 


CashalowiompoperallOnS sani eee ean eerie 
Dollars per SHAale src. outs Acree Oh ers « 


INOM=CaSMiexPCNsS Ce ecray weice sorte ee re gree 
Provision for deferred income taxes................ 


EanminGSaO father Ca ieee atime te earn nee ree eee 


Dollars percShane*seesasares tukvaceee ret ne Ree: 


Non-recurring profit on sale of assets .............. 


Dollarsspensmare se aaccttys 1 narrator meee ae 


Working? Capitalinrit cern, heer ee eer eerste 
Property, plant and equipment, net ................ 
Investments and other assets .......:............0. 


Totalfassets"emploVecitenn ees rere pera rere 


Accumulated provision for deferred 


IN COMPCLIAXCSR ee ee ee Leek ye eee ae 


Shareholderseeauity ercwa. eer eee eee ene ee 


Dollars7petishareie .nen tomas ee eee en eee 


Return from operations on average 
Sharehnolderseequily (OerCent) perenne 
Number of shares issued and outstanding.......... 


Ntimbenof sharenolaerssaa- ene nn ener: 


Dividend: Paldtterreis.s cemnusccus annonces eee ne 
Dollars: per Shlarewers satis niet crore eee reece 
Market price! of shares — high.) 1 see aie 
===lOW ares each bee a eeanigk 


Capital expenditures 

Developmentscit lim Glee eetcee mcr ita niin 
Oil, gas and gas plant facilities.................. 
Exploratory: Chillin iaini-sancc on cee apnea reticent eer 
GeOphysicalkSUIViey Sani tee nae ree 
Mineraltex poration merase nn een eae nt 
Acquisition of oil and gas properties ............. 
Acquisition of mineral properties ................ 
RTI OR Ba cokes cots Sapte Gh arate peer Sea 
Marketincy Rea ox. Avet tsar abrir Ree aie kere nee a 
Othie regia: Males hy ee. beer en cea er 


OPERATING 


Average gross daily production 

Crude oil and natural gas liquids (bbls.).......... 
INEMUTREIMC EIS (INCH) oS oaccner wactecn someon haonued< 
Sulphur(long:toms) eer 6 eee saie s ile eee 


Gross reserves 


Crude oil and natural gas liquids (thousands 

Oli IS ease orem ley crete Sis se 
INEMUIENCEIS (MAME). och onosbdeavaccedhonawunaens 
Sulphur(iongitons)s- agen a ce ee ee eee 
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1976 1975 1974 1973 1972 
$ 104,595 SS Oil, v7 $ 85,518 $ 65,259 $ 53,407 
69,891 62,438 46,359 30,890 26,914 
34,704 29,289 39,159 34,369 26,493 
2.41 2.03 CMe 239 1.84 
20,278 16,847 20,407 21,005 16,503 
(1,060) (@EO2a)) 6,500 4,227 2,826 
15,486 14,363 Wee Dao 7,164 
1.08 1.00 0.85 0.63 0.50 

7,227 1,048 _— — - 

0.50 0.07 — — — 
21,983 OS 12 48,852 34,499 22,994 
103,182 126,700 127,540 122,004 120,174 
2,850 3,502 2,450 3,547 3,417 
128,015 183,914 178,842 160,050 146,585 
26,095 28,365 30,065 23,565 19,338 
101,920 155,549 148,777 136,485 127,247 
$ 7.08 $ 10.80 $ 10.33 $ 9.48 $ 8.85 
12.0 9.4 8.6 6.9 5.8 
14,399,190 14,399,190 14,399,190 14,395,440 14,385,940 
1,053 992 983 SAS 858 

$ 3,024 $ 8,639 $ == $ a $ et 

0.21 0.60 — - — 
13.25 9.50 14.00 24.25 20.37 
$ 7.12 $ 7.00 $ 6.75 $ 12.50 $ 13.62 
$ 3,614 $ 4,863 $ 2,318 $ 4,177 $ 1,515 
1,973 3,464 2,861 2,021 2,812 
6,842 2,872 Qs 13,722 5,944 
2,263 2,700 3,737 1,088 2,616 

668 620 529 232 — 
6,242 1,962 5,455 1,110 6,067 

63 22 — a oa 
= 184 385 57 58 
126 570 1,552 1,048 602 

33 15 290 85 521 
$ 21,824 $ 17,272 $ 27,106 $ 23,540 $ 20,135 
27,399 30,119 39,097 43,042 41,877 
68,461 66,742 80,809 72,853 65,698 
228 270 308 308 347 
126,727 137,031 128,157 147,739 163,833 
595,692 622,833 626,586 640,795 633,472 
1,000,000 1,205,150 978,864 1,191,600 1,338,000 
6,494 6,423 8,430 6,221 5,288 
308 262 1,041 995 4 

272 337 360 352 371 


Head office 
335 Eighth Avenue S.W., 
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Transfer Agent and Registrar 
The Royal Trust Company, 
Calgary, Montreal, Toronto, 
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Stock Exchange Listings 

The shares of the Company are listed on 
the Toronto, Montreal, Vancouver and 
Alberta Stock Exchanges 
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UNION OIL COMPANY OF CANADA LIMITED 


P.O. Box 999, 
Calgary, Alberta T2P 2K6 


